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Forty-sixth Annual Report October 31, 1973 


The Annual Meeting of 
shareholders will be held 
on February 12, 1974, 

at the Royal York Hotel, 
Toronto, Ontario, 
beginning at 2:00 p.m. 
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Financial Highlights 


Earnings: 


Per Snare ei ticker tale ee eee 
AS.a- DerCenla ve Grisd |oSee vor. ee acme ein 
As a percentage of capital employed..... 
As a percentage of shareholders’ equity... . 


Dividends paid to shareholders: 


De es UC rere ae akin eaten Ne eie ceetan eeae 

AS a percentage of earmings............- 
Gapiialex Pencilures. 1: ween o ee ea eee ete 
DE PreCla tio miei pease Annan eet ee 2 noe ies 
WiGeicii mica pile Meo nccrmectes are nterenae aes Ae. 
Ratio of current assets to current liabilities. . . 
ORO Tela UC MGegs + sees rare see ree a 


Shares outstanding: 


(lass Ataris lass Bite Sees es ie eas 
GlassiG@rand lass le erste Seis cote iedat 


Nitta bor OMS aATenOlCeis tea aa rie. is meee ee ci ate 
Salaries, wages and employee benefits........... 
Number of employees (average)........-.-- 


$ 7,645,000 


3,452,650 
1,609,272 


3,206 
$11,495,166 
1,495 


Year Ended October 31 
1973 1972 

_.. $47,683,300 $40,076,467 
6,312,881 4,706,003 
2,774,000 2,195,000 
3,538,881 201 F003 
.70 50 
7.4% 6.3% 
15.2% 13.4% 
24.5% 20.7% 
$ 19 § 16 
PMG pW 31.7% 
$ 4,533,761 $ 1,923,165 
£311202 £255,161 
11,875,298 12,086,286 
1.9tol 2a 


$ 8,075,000 


3,432,150 
1,606,272 


3,024 
$ 9,102,162 
ELS 


Capital employed represents total assets less current liabilities at beginning of year. 


Shareholders’ equity at beginning of year. 


Change 
from 
1972 
+19Q% 
+34% 
426% 


+41% 


+40% 
+18% 
13% 


+18% 


+19% 
15% 
+ 136% 
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Report to Shareholders 


he year 1973 was another one of exceptionally high 

demand for all home furnishings. Carpets were no 
exception. Following a record year in 1972, the intensity 
of demand for carpets placed a severe strain on the 
production capacity of the industry. In addition, fibre 
producers on whom the industry is almost completely 
dependent for basic raw materials were faced with in- 
sufficient capacity to meet the demand. All this is indic- 
ative of the high level of economic activity that is 
expected to produce an increase of 13!4 per cent in the 
gross national product in 1973—of which seven per cent 
would represent real growth. 


Consumer spending on durables in 1973 is expected 
to rise by 20 per cent, which is an unusually high rate of 
growth. In 1974, expectations are for a much lower 
growth in consumer spending on durables but some of 
the slack will be offset by increased capital spending. 
Nevertheless, real growth in gross national product 
based on current predictions is expected to be around 
514 per cent. While this may be lower than in 1973, it 
still represents a strong economy but a somewhat differ- 


ee 


This new line at Brantford has increased finishing capacity by more than two and a half times. The unit is 300 feet 


ent mix between consumer and capital spending. There 
is no doubt inflation will continue to be a major problem 
in 1974. 


Despite the unemployment statistics published by 
Statistics Canada, the shortage of labour at our plants 
in Ontario has become critical. The lack of available 
help, unskilled as well as skilled, aggravated by high 
turnover, increases our costs of operation and will affect 
our ability to increase production. Similar reports of 
inability to obtain sufficient help have been heard from 
employers in other parts of Canada, so this condition 1s 
not limited to the Province of Ontario nor to Harding 
Carpets. 


It is hard to reconcile the labour shortage with the 
current unemployment statistics. There may be basic 
inconsistencies in the statistical reporting, or other 
undefined reasons contributing to this contradictory 
situation. It is difficult, however, not to attribute a great 
deal of it to the provisions of our Unemployment 
Insurance Act which subsidizes unwarranted unemploy- 
ment by allowing benefits to persons who do not want 
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long. It is the single largest item of equipment in the Company’s 1973-74 expansion program. 
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to work, and therefore goes well beyond insurance for 
those who have lost employment against their own will. 
Whatever the real reason may be, the fact remains that 
industry must still have access to sufficient labour to 
meet its objectives for growth. 


You will note from the report which follows that 
Harding Carpets adopted an aggressive policy for ex- 
pansion during 1973 and that this will be continued 
through 1974. Undoubtedly, operations of the Company 
will be affected by general economic conditions that 
prevail in the year ahead. There are definite indications 
that 1974 will be less buoyant than last year, but after 
nearly three years of great expansion in the overall 
economy, it could well be that a pause at this time is not 
only necessary but desirable. We are still optimistic that 
the Company will continue to grow and that 1974 should 
prove to be a satisfactory year. 


Income 

The net income for the year of $3,538,881 is up 41 per 
cent over last year. Earnings per share of 70¢ compare 
with 50¢ last year after giving effect to the subdivision of 
the shares on a three for one basis. 

The improvement in the rate of earnings was due to 
the higher volume of sales and to the fact that this volume 
was obtained without a corresponding increase in the 
selling, administrative and distribution expenses. There 
were only minor price adjustments during the year. The 
lower income tax applicable to manufacturing and pro- 
cessing industries enabled us to absorb increased costs 
without price increases. 


The accelerated depreciation provision under the 
Federal Income Tax Act on the acquisition of machinery 
and equipment resulted in an increase of $585,000 in 
deferred income taxes. This, along with the lower in- 
come tax mentioned above, assisted the financing of the 
large capital expenditures being undertaken by the 
Company. 


Dividends 


Dividends of 19¢ per share were paid during the year 
compared to 16¢ in 1972 after giving effect to the sub- 
division of the shares on a three for one basis in 1973. 
Dividends on Class A and Class C (formerly Common) 
shares are the normal taxable dividends in the hands of 
the shareholder. Tax deferred dividends on Class B and 
D shares are currently being paid out of tax paid undis- 
tributed surplus and are not taxable in the hands of the 


From this console technicians monitor all operations of 


the new finishing line. 
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Flow of raw materials and compounds to the new line is 
carefully controlled. Waste is solidified for disposal. 
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shareholder at time of receipt. It should be noted, how- 
ever, that a 15 per cent tax has already been paid on 
these dividends by the Company and that the net divi- 
dends received by Class B and D shareholders are 
applied to reduce the cost of the shares for capital gains 
tax purposes. 


A dividend of 5¢ or its equivalent per share has been 
declared payable January 3, 1974. 


Sales 


Sales of $47,683,300 increased by 19 per cent over last 
year. Carpet yardage, which is a more accurate measure- 
ment of Company growth, increased by 31 per cent in 
1973. This is a much higher growth rate than in 1972 and 
is well in excess of carpet industry growth in 1973. 


The difference between the rate of growth in sales 
dollars compared to yardage is due to a number of 
factors. A large proportion of the Company’s sales 1s 
made through its own distribution centres and these 
sales dollars include the distribution margin. During 
1973, we introduced the Seneca line to the Canadian 
market and also achieved a substantial growth in export 
volume. Both of these types of sales are made through 
independent distribution and, asa result, contribute a 
lower sales dollar per yard to our overall volume. 
Accessories handled by our distribution centres did not 
enjoy as high an increase as carpets. Accessories such as 
underpadding manufactured by others are non carpet 
items and contribute to dollar volume but are not 
included in yardage figures. 


Export sales had an excellent growth and exceeded 
five per cent of our total yardage. This progress is ex- 
tremely encouraging in view of the effort made by the 
Company in recent years to develop export trade. We 
look for a further increase in these sales next year. More 
attention will be directed to long term prospects which 
we feel are favourable. 


In the second half of the year, Seneca Carpet Mills 
was launched as a separate sales division of the Com- 
pany. The Seneca line is distributed through independent 
distribution as a separate and distinct brand of carpets. 
Distributors have been appointed in Eastern Canada 
and distributors in other parts of Canada will be 
appointed as production capacity permits. 


The growth in sales due to consumer spending was in 
keeping with the long term growth rate but below the 


4 


level of the previous year. On the other hand, contract 
sales enjoyed a higher rate of growth than in 1972. 


With the unusually high rate of growth over the past 
two years, the industry has experienced shortages in 
man-made fibres. In 1973, these shortages limited the 
industry’s ability to meet all the demand for carpets. 
The Arab curtailment of oil production 1n recent weeks 
added another dimension to the problems confronting 
fibre producers. The fibre situation, however, is by no 
means critical and by working together the Company 
and fibre producers have been able to achieve a remark- 
able growth in volume. Additional fibre production is 
coming on stream in 1974 in Canada and, while the 
petrochemical industry has problems of its own, we do 
not expect any serious limitation of our capacity. 


The Carpet Market 


The table on Page 7 shows that the Canadian market 
for carpets, not including automotive carpet, has grown 
in the five years ended 1972 from 25,355,000 square yards 
to 58,765,000 square yards or 131 per cent. 


The increase for calendar year 1972 was 22 per cent 
and it is expected the 1973 increase will be approxi- 
mately 19 per cent. In our opinion, the lower rate of 
growth in 1973 reflects the industry’s inability to meet 
the unprecedented demand due to shortage of equip- 
ment and materials. 


The outlook for new household formations will pro- 
vide impetus for the continued growth of the carpet 
market in Canada. Central Mortgage and Housing 
Corporation estimates that 934,000 new households will 
be formed between 1971-76 compared to 870,000 in the 
previous five-year period. Of greater significance is the 
number of new households being formed in the 15-34 
age group, which accounts for the greatest share of 
carpet purchases, and these are expected to reach 559,000 
in the 1971-76 period compared to 375,000 in 1966-71. 


Housing starts are expected to be down slightly in 
1974; however, completions are expected to be about 
the same as in 1973. On this basis, housing should have 
no depressing effect on our industry in 1974. It should be 
noted that the flourishing mobile home industry has 
become another important market for carpeting. 


While domestic carpet sold through retail outlets still 
accounts for approximately 70 per cent of the total 
market, the contract market is expanding at a higher 
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This new pattern is called Casino Royale. It is a cut-and-loop shag of 100°% Nylon pile, sculptured and multi-toned. 


Interloc is the apt 

name of this 100°% Nylon loop pile print 
in the Designer’s Gallery collection. 

It has been well received 


by commercial users. 


rate through the wide use of carpet in commercial, 
institutional and recreational areas. 


Carpet imports in 1972-73 have grown at a rate in 
excess of 40 per cent to the point where imports now 
account for approximately 15 per cent of the broadloom 
market, compared to I1 per cent a few years ago. 


Carpet prices from a base of 1961 =100 have in recent 
years been below the 100 level. In September 1973, the 
price index for carpets reached 101 at a time when the 
total Canadian industry price index was 147 and the 
index for household furniture was 146. Carpets have had 
an outstanding record in opposing the inflationary 
forces which have affected almost all other commodities. 
Because of price increases in raw materials, wages and 
almost all other elements of cost there will be price 
increases of moderate proportion in the year ahead. 
There is no doubt, however, that carpets will continue to 
reflect excellent value in terms of price and performance. 


Financial Resources 


The Statement of Source and Use of Funds on Page 12 
shows that working capital decreased by $210,988 to 
$11,875,298. The relatively large amount of capital 
expenditures was the major contributing factor to the 
decrease in working capital. 

Inventories of $13,175,486 while showing an increase 
of $2,569,944 reflect an improvement in the rate of 
turnover. The level of inventories 1s reasonable in rela- 
tion to the volume of sales. 


Capital Expenditures 


Capital expenditures for the year of $4,533,761 reached 
an all time high as the result of efforts to expedite expan- 
sion to meet demand. 

The Collingwood plant was enlarged by 71,000 sq. ft. 
to accommodate major expansion of spinning capacity. 
There was an addition of 40,000 sq. ft. to the Brantford 
plant and the installation of a high-speed finishing line. 
Expenditures at the Guelph plant provided for the 
modernization of spinning equipment. 

In 1974, an addition to the Toronto Distribution 
Centre of 34,000 sq. ft. will bring it up to 154,000 sq. ft. 
in total. Additional tufting machines will be added to 
both Brantford and Collingwood plants in 1974 along 
with the further expansion in yarn capacity at Colling- 
wood. The addition ofa TAK dyeing unit and a piece 
goods dryer will enlarge the printing and piece dyeing 
capacity at Brantford. 
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Personnel ness with which they met the extra demands. To our 


There were 1,622 employees with the Company at year customers, we are grateful for their understanding and 
end compared to 1,353 a year ago. their continued support. 

Two union contracts were negotiated in 1973. In the Annual Meeting 
coming year there are five contracts to be re-negotiated The Annual Meeting of the shareholders will be held in 
covering employees at the Collingwood plant and the Toronto on February 12, 1974. We welcome this oppor- 
majority of employees at the Brantford plant. tunity to meet shareholders and discuss further the 


It is with deep regret and a sense of great loss that we GIST ENN TSI 


record the untimely death in November 1973 of Mr. 
Francois E. Cleyn, Director of the Company. From 
1964, Mr. Cleyn made a valued contribution to the 


development and progress of the Company. Mr. Cleyn C Leg 
gave outstanding service over many years to the textile 
industry, which held him in high esteem. For distin- 


guished service to his country in many ways he was Cl a eee 
awarded the Medal of Service of the Order of Canada. Rus Pune l ie 


Respectfully submitted, 


The past year has been one of the most successful in 
the history of the Company and a year of substantial ’ 
growth, notwithstanding the problems created by the ee er eee 
severe shortages of labour and materials. To all mem- 
bers of the staff, we express appreciation for the willing- December 19) 1973 President 


Canadian Market *(estimated) 


Consumption per Canadian 
% of total Household Per Capita 
Total supplied by (square yards) Personal 
Seles: Canadian Disposable | 
(000’s) Mills Canada ULK. UES AG Income 
1963 (8) 87.4 2.47 4.37 4.08 $1,608 
1964 15,806 fee 3.14 5.04 4.73 1,679 
1965 18,872 87.0 3.74 Ded. 5.41 1,822 
1966 ZBeD) 88.4 4.54 5.23 5.94 1,973 
1967 DESO) 88.7 4.76 5.60 O157, 2,097 
1968 WINES 87.4 SEO! 6.00 761 2,236 
1969 37,906 88.1 6.65 5.90 8.59 2,370 
1970 38,747 89.3 Gro, 6.11 8.42 2523 
1971 48,025 89.7 7.95 6.43 8.87 2,754 
1972 58,765 88.0 9°38 Tv 10.30 3,044 
% Increase oie 
1963-1972 389.7% 0.7% 279.8% 64.8% 152:5% 89.3% 
*Exports & Automotive Carpet have been excluded. 
Adjustments from previous reports have been made in accordance with latest available information. 


EARNINGS AND 
DIVIDENDS PER SHARE 


(adjusted to reflect subaivision 


of shares February 13/73) 


a Earnings Dividends 


1964 1965 1966 11967 1968 1969 1970 1971 1972 1973 


SHAREHOLDERS’ EQUITY 
(Expressed in Millions of Dollars) 


BB Retained Earnings 
Capital Stock 


$20 


1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 


These charts reflect the Company's 
progress over the 10-year period 
ending October 31, 1973. 
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NET SALES = os 
(Expressed in Millions of Dollars) 


1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 


CAPITAL EXPENDITURES 
AND DEPRECIATION 
(000’s omitted) 


if Capital Expenditures 
SS Depreciation 


ae oe ae ges ae me co Wel Sz Wes 


Consolidated Statement of 
Income and Retained Earnings 


Deduct (Add) the following items: 


Selling, administrative and distribution expense 


IDebentUre Witereste ose one mec coe es 


Income: Before: Waxes (rei w.cin tovee eens ea. 


(TANK eStONclnCOMC ma Ake asec osu skat neste ey Suscecholoe 


Add: Retained Earnings at beginning of year 


Less: Dividends paid (1973—19¢, 1972—16¢)............ 


Retained Earnings at end of year.................. 


Harnings pet sharerame gins cliics nomena eo itinmene: 2 oe 


Year Ended October 31 


1973 
$47,683,300 


SE aie ls bee) 


13,932,101 


6,799,906 
587,624 
288,063 


(56,373) 
7,619,220 


6,312,881 
2,774,000 


3,538,881 


11,538,010 
15,076,891 


960,050 


$14,116,841 


1972 
$40,076,467 


28,457,372 


1619,095 


6,214,988 
356,350 
204,774 


(63,000) 
6,913,092 


4,706,003 
2,195,000 


2,003 


9,822,949 
125333952 


795,942 


$11,538,010 


FA 
MN 
© 


Harding Carpets Limited 


Assets 


CURRENT 

Accounts receivable, less allowance for doubtful accounts 

Inventories:(NOté2 ier ne cee eee 

Prepaid: expensess arimeyacte). er ee inn nee ere 
TOGALGURRENTZASS ES aera rene 

FIXED (Note 3) 

Land) buildings andsequipimentra licOs tn yar er ee eee 


(eSS-2A CCUM Ila ted depreciatiO nea yi te eee tern raee rae 


Approved on Behalf of the Board, 


Cree & 


DIRECTOR 


Ce 


DIRECTOR 


Auditors’ Report 


TO THE SHAREHOLDERS OF HARDING CARPETS LIMITED: 


J0 0 moO G00 oo 


Och Geo. OOO Oa 5 


¢; ® 16) (ule, 0) (0) 6 © 91 18 


Orth, Gy Oh le Orc adt 


October 31 

1973 1972 
$12,179,129 $ 9,540,446 
13,175,486 10,605,542 
317,675 215,226 
25,672,290 20,361,214 
26,747,168 22675559 
10,524,414 9,448,628 
16,222,754 1322272269 
$41,895,044 $33,588,483 


We have examined the consolidated balance sheet of Harding Carpets Limited 
and its subsidiaries as at October 31, 1973 and the consolidated statements of 
income and retained earnings and source and use of funds for the year then 
ended. Our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


Consolidated Balance Sheet 


Liabilities 
1973 
GURRENT 
Burne CVA C CG Cee RE ern Ran (cin iserinn sien eriara addon va ee Aateh $ 6,495,679 
Pccoumus payable andiaccrued liabilities). 45... wees yo.ck hos wadnncs 6,318,461 
MINEO Careys Ose V Cl DI Grud Bye ere. det Sn cpa LRR  aicees yA Uva /e) Soe wars s.aashaue 552,852 
Instalments on long term debt due within one year................ 430,000 
iti Ge ORE NS UA BEGETS S80 ae. sa niee oe 456, 13,796,992 
1) N Grab Raat) 2B dn GINOLE A tin ah oot yes dive love hes Meow ae kee nae 7,645,000 
TSE aD BN COVE. TAX Sia camry Sartre Mar nnd Oates & sou ees oes 3,340,000 
BOE BA Rote DINGO) Ts ae crete cuceceome ote ee ean vcd aden on oad wa boven — 
SHAREHOLDERS EQUITY 
Capital Stock (Notes 5 and 6) 
Authorized— 
1,000 common shares without par value 
6,000,000 Class A and Class B inter-convertible non-voting 
participating shares with par value 1624¢ 
2,999,000 Class C and Class D inter-convertible voting 
participating shares without par value 
Issued and outstanding— 
Class A and Class B shares (at October 31, 1973 
3,452.650 Class A and Nil Class B) 
Class C and Class D shares (at October 31, 1973 
Povo 2: Ciass CandaNil Glass Deer, ce wine 2,996,211 
Fe teens tilt OmMMENnn ce recat te Reus, aM Wie ec saiatest Moetresgyet wosid oo 6 a 14,116,841 
17,113;052 
$41,895,044 


October 


3 


=" 


1272 


bo 
==] 
Nn 


175,434 
120,7 

O73 738 
305,000 


+ 
Nn 
[o> 


8,274,928 


ED eerase BAUS. 
11,538,010 


14,427,182 


$33,588,483 


In our opinion these consolidated financial! statements present fairly the financial 
position of the companies as at October 31, 1973, and the results of their opera- 
tions and the source and use of their funds for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis consistent with 


that of the preceding year. ye 6 y) 
Bays oe 


Toronto, December 14, 1973 Chartered Accountants 


Consolidated Statement of 
Source and Use of Funds 


Current :Assets'.2 2 Ree ee eee 


Current: Liabilities 72225. oe eee 


Working Capital ox. nee en eee eee 


Source of Funds 
From Operations: 


INeGincomedtOmtheryeate ae ont reer ee 
Charges or (credits) not involving current funds: 
IDEprecia lion wien vet at eer 
Detenredsincomestaxes was) eee 


Government Grant—Collingwood......... 


‘Potalitrom, Operation st eee rare ee eee ee 


Issue of, capitalastocks (NOte26) ea. seeee eae ee 


Isstiecon Series=1@w Gebentules sy rue ete eta ae 


Use of Funds 


EXxpendituies On GXEd aSsCiseua ernest anon ene 


Dividends paid "ack. sary eerie ite ee ae cen 


Reduction im lone term deb teeter ante renee 


Working Capital Increase (Decrease) 


oy 16; cA; inte, © 16) bi 16) 61 \e 0) :00 6. xe. 


Year Ended October 31 


1973 
$25,672,290 


13,796,992 


$11,875,298 


$ 3,538,881 


1,311,202 
585,000 


(56,373) 


5,378,710 


107,039 


227,074 


5,712,823 


4,533,761 
960,050 
430,000 

5,923,811 


$ (210,988) 


1972 
$20,361,214 


8,274,928 


$12,086,286 


S25 11,003 


1,253,161 
(155,000) 


(63,000) 


3,546,164 


595,921 
3,200,000 
68,373 


7,410,458 


1,923,165 
795,942 
915,921 

3,635,028 


$ 3,775,430 


Notes to Financial Statements 


Year Ended October 31, 1973 


Note 1—Consolidation 
The consolidated financial statements include the accounts of Harding 
Carpets Limited and its subsidiaries, all of which are wholly owned. 


Note 2—Inventories 

Valuation at October 31, 1973 at the lower of cost and market is consis- 
tent with previous years. Market prices represent current replacement 
cost. 


1973 1972 
RANA aC CHIC Same mre PRS eo cides. coseteiee Seles ZS OMmncmelel 20232. 
COOUS IM DROCESS soasvvocadsonascsaves 3,518,349 3512543} 
Rim Nea loaEe 5 onan Gowoaabonoanoed ben 8,335,957 6,357,887 
$13,175,486 $10,605,542 
Note 3—Fixed Assets 
1973 1972 
Accumulated Accumulated 
Cost Depreciation Cost Depreciation 
Land S$) 405355) 3S _ $ 582,204 $ — 
Buildings 9,809,842 2,166,963 SrA o4 1,976,780 
Machinery & 
Equipment 16,396,971 8,357,451 13,358,539 7,471,848 
$26,747,168 $10,524,414 $22,675,897 $9,448,628 


Depreciation charged on the books is based on straight line rates of 
214% for buildings and 9°% for machinery and equipment. For the year 
ended October 31, 1973, the amount charged against income was 
$1,311,202 ($1,253,161 in 1972). 


Note 4—Long Term Debt 
Secured by a floating charge in favour of the debenture holders. 


Sari AWOE A IIEE 5 Hints ote oaeuce on lanmenchor aclu neem $2,700,000 
The sinking fund requirements call for payments of 
$200,000 per year, leaving a balance of $900,000 due 
in 1984. 
SASS 1B GU aM OTWIS Sistas ce ch Ge Oecne Bir Oise brthd oso te oto Cee 1,870,000 
The sinking fund requirements call for payments of 
$105,000 per year, leaving a balance of $610,000 due 
in 1987. 
SOMME AGE IMS OR a rahe a Oigcie dis Seon cel ceo CeO aS 3,075,000 
The sinking fund requirements call for payments of 
$125,000 per year from 1974 through 1986 and $155,000 
per year from 1987 through 1991, leaving a balance of 
$800,000 due in 1992. 
$7,645,000 


Note 5— Capital Stock 


During the year the shareholders approved a special resolution providing 
for the sub-division of common and Class A shares on a three for one 
basis effective February 13, 1973. Also the shareholders approved an 
Arrangement effective October 23, 1973 for the reclassification of share 
capital into five classes as shown below. Class B and Class D share- 
holders are entitled to dividends out of tax-paid undistributed surplus 
on hand and 1971 capital surplus on hand. These dividends will be an 
amount equivalent to the dividends paid on the Class A and Class C 
shares less any applicable taxes. 


Changes In Authorized Share Capital In 1973 


Share Capital As At Share Capital As At 
October 31, 1972 February 13, 1973 


Share Capital As At 
October 23, 1973 


Before Effect Of After Effect Of Sub- After Effect Of 
Sub-division division on 3-1 Basis Reclassification 
Class A 2,000,000 Class A 6,000,000 Class A 5,999,000 

Class B 1,000 

Common _ 1,000,000 Common 3,000,000 Common 1,000 
Class C 2,998,000 

Class D 1,000 

3,000,000 9,000,000 9,000,000 


The valuation day price for the new Class A and Class B shares is $4.83 
and for the new Class C and Class D shares $4.96. 


Note 6—Employees’ Stock Options 
Options for 3,000 Class C and 20,500 Class A shares were exercised 
during the year ended October 31, 1973 for a cash consideration of 
$107,039. Options for 3,000 Class C and 83,850 Class A shares were 
granted to 98 staff members during the year. Options outstanding 
October 31, 1973 were as follows: 


Class C Class A 
Expiration No. of Option Price No.of Option Price 
Date of Options Shares per share Shares per share 
December 3, 1973 — = 2,850 $2.9625 
November 12, 1974 — — 16,200 3.45 
November 17, 1975 3,000 $7.20 77,300 TE20 
3,000 


96,350 


Subsequent to October 31, 1973 options for 2,400 Class C and 71,150 
Class A shares were granted at $6.75 and $6.6375 per share. These 
options granted to 110 staff members expire November 9, 1976. Options 
outstanding at October 31, 1973, or options granted subsequent to 
October 31, 1973 do not vary significantly the diluted share earnings 
from reported share earnings. 


Note 7—Directors’ and Senior Officers’ Remuneration 

Remuneration to directors and senior officers totalled $385,000 for 15 
persons during the year ended October 31, 1973 (15 persons $342,000 
in 1972). 


Note 8—Pensions 

In 1948, the Company introduced its Employees’ Pension Plan. This 
Plan was integrated with the Canada Pension Plan and the Quebec 
Pension Plan in 1966. The Plan is contributory and the liability for past 
service is fully funded. 

The Deferred Profit Sharing Plan was introduced in 1960. It is a trusteed 
plan which is paid for completely by the Company and has to date been 
mainly invested in the shares of Harding Carpets Limited. 

Since 1948, net pension and profit sharing contributions have been as 
follows: 


Company Employees 


Net Net 
Contributions Contributions 

Past Service $ 319,461 — 
Employees’ Pension Plan iL sys y7 2 $1,766,198 


Canada Pension Plan and 
Quebec Pension Plan 
Deferred Profit Sharing Plan* 


684,733 
527,402 — 


$3,063,868 


*(The market value of the Deferred Profit Sharing Plan fund at October 
31, 1973 was $1,418,596.) 

The cost to the Company of the Pension Plans and the Deferred Profit 
Sharing Plan in 1973 was $352,936 (1972—$275,291). 
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Directors & Officers 


Directors Officers 

FRANCOIS E. CLEYN C. MALIM HARDING 
deceased November 26, 1973 Chairman of the Board 

ALBERT DAVIDSON, C.A. ALBERT DAVIDSON 

President President 


Harding Carpets Limited 
Puitip L. GuIT 


J. DOUGLAS GIBSON, O.B.E. Vice-President, 


Chairman Distribution 


Consumers’ Gas Company Limited 
FREDERICK W. KLEIN 


ANTHONY F. GRIFFITHS Vice-President, 
President and Chief Executive Officer Manufacturing 
Jonlab Investments Limited 
WILLIAM D. L. SHERREN 
C. MALIM HARDING, 0.B.E. Vice-President, 
Chairman of the Board Styling and Product Development 


Harding Carpets Limited 

JOHN G. URQUHART 
JOHN D. HARRISON, Q.C. Vice-President, 
Partner Marketing 
Harrison, Elwood 

GERALD A. MURRAY 


FRANK D. LACE, D.S.O., O.B.E. Director of 


Chairman Administration 


Matthews & Company Limited 
ALBERT F. KLINKHAMMER 


J. DONALD MINGAY, D.S.O., O.B.E. Secretary-Treasurer 
Management Consultant 


WILLIAM H. YOUNG 
President 
The Hamilton Group Limited 


The distinctive design is an appealing 
feature of Monterrey. The textured 
loop pile is made from Acrilan Plus 

acrylic carpet fibre and is random sheared. 


Offices 


HEAD OFFICE 
Morrell Street, Brantford, Ontario 


EXECUTIVE & MARKETING OFFICES 
60 Yonge Street, Toronto, Ontario 


Manufacturing Facilities 


Brantford—tufting, weaving, printing and dyeing. 
Collingwood—yarn spinning and tufting. 
Guelph—yarn spinning. 


Harding Distribution Centres 


Vancouver—4616 Canada Way, North Burnaby, B.C. 
Calgary —3030-9th Street S.E., Calgary, Alberta 
Winnipeg —1555 Inkster Boulevard, Winnipeg, Manitoba 
Toronto —35 Worcester Road, Rexdale, Ontario 
Montreal —1475 Montee de Liesse, St. Laurent, P.Q. 
Moncton —1220 St. George Boulevard, Moncton, N. B. 


STOCK EXCHANGE LISTINGS 
Toronto, Montreal and Vancouver 


TRANSFER AGENT 
& REGISTRAR 


Montreal Trust Company, 
Toronto, Montreal, Regina, 
Calgary and Vancouver 


BANKERS 
The Royal Bank of Canada 
The Toronto-Dominion Bank 


SHAREHOLDERS’ AUDITORS 
Price Waterhouse & Co. 
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HARDING CARPETS 


LIMITED 


Semi-Annual Report 
April 30, 1973 


TO THE SHAREHOLDERS: 


Sales of $21,394,774 for the six months are up 12% 
over the same period last year. The second quarter sales 
of $11,440,870 are up 13% over the second quarter 
of 1972. 


Net income of $1,501,426 for the first half is up 31% 
over last year after giving effect to the proposed lower 
rate of federal income tax on manufacturing and process- 
ing industries. Earnings per share for the six months of 
30¢ compare with 23¢ in 1972. 


Earnings for the first quarter of the current year have 
been restated to $708,685, or 14¢ per share to reflect 
the lower income tax rate. They were previously reported 
as $635,685, or 13¢ per share. 


Price reductions in some lines resulted in lower mar- 


gins in the second quarter. This was largely offset by the 
lower income tax. 


Every effort is being made to increase capacity in 
view of the continuing high demand. It is expected that 
capital expenditures committed for this year together 
with those planned for 1974 will total $7,500,000. 


With the strong demand for the Harding line and the 
addition of Seneca Carpet Mills line in the second half, 
we look forward to a record year in sales and earnings. 


ON BEHALE OF THE BOARD 


Chairman President 


June 8, 1973 
Toronto, Ont. 


CONSOLIDATED STATEMENT OF INCOME 


(Unaudited) 
3 Months ended 
April 30 6 Months ended April 30 
Increase 
1973 1972 1973 1972 over 1972 
siya] 0] Bie ae Rea orc eT See ere ene Ge ct RE te A Eo AE Ra ee $11,440,870 $10,091,409 $21,394,774 $19,116,617 12% 
COS ORS MU Seem reer ere retain cutih o Ga i8 s csealn a-20$si Acladtugseen oeeewee gs eee ee 8,166,917 T2299 462 Pocliiss204 13,580,943 
ROSS ERO Ms tron OPeraulOns ie eerers see eet eerste y nausea ees eases one B273.058 2,861,947 6,281,570 5,535,674 14% 
DEDUCT (ADD) the following items: 
Selling, administrative and distribution expense 1,715,493 HesigA eh) S255 07) 3,120,096 
IDEDSmMINeRINTERGS thse tan comme ete ee ce sds. e ac cslseieachde eben vy schddePhsaeraiavs! 147,000 90,000 294,000 180,000 
Other interest bad AE is 8 A 4 ee AR OE Ba arieas ot Creer Tea nets 36,813 BP ai) 55,824 140,640 
Government grant — Collingwood ............... RE RMU SOO 5 8, of (14,094) (15,750) (28,187) (31,500) 
. 1,885,212 1,708,978 3,653,144 3,409,236 
PROFIT before income taxes ....... Ue ere ee cee cheek 1,388,741 1,152,969 2,628,426 2,126,438 24% 
IRAE S a OM MUNGO TIN Se eases eases eventos arte oete nc sedbe see deashisdeus chaeeus maigenesadnvaceerwssadhvin sees 596,000 $34,000 1,127,000 979.000 
NUNC OM Eetoropenrod i ween aye ysghch uessreveeecespeeeeeectcystve 9 (792,74) -$ 618,969 $ 1,501,426 $ 1,147,438 31% 
Barnes pen commeonrand Glass Ay SNARES .......5:ccesecncescacesaccose-vereaeresecincunetsavdes 16¢ 12¢ 30¢ 23¢ 31% 


Note: Earnings for the first quarter have been restated to reflect the proposed lower income tax rate. 


CONSOLIDATED STATEMENT OF SOURCE AND USE OF FUNDS 


SOURCE OF FUNDS 
From Operations 
Net income for period 
Charges or (credits) not involving current funds 
Depreciation 
Deferred Income Taxes 
Government grant* 
Total from operations 
Issue of capital stock 
Issue of Series C Debentures 


USE OF FUNDS 
Expenditures on fixed assets (net) 
Dividends paid 
Reduction in long term debt 


WORKING CAPITAL INCREASE (DECREASE) 


(Unaudited) 


*The portion of the designated area grant for the Collingwood 


Plant which has been included in income for the period. 


6 Months Ended 


April 30 
SstLiees See 
$1,501,426 $1,147,438 

724,352 DI3,22 4 
23,000 (33,600) 
(28,187) (31,500) 
2,220,591 L:635,999 
86,429 454,087 
— 3,200,000 
2,307,020 5,289,646 
Sailer 704,890 
454,233 394,506 
305,000 915,920 
2,591,010 2,015,316 
$ (283,990) $3,274,330 
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